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Who Benefits From Economic Development Policies?
Timothy J. Bartik, Senior Economist 
W. E. Upjohn Institute for Employment Research
State and local economic development policies—by which 
I mean subsidies or services to businesses to create jobs— 
have, in recent years, been greatly expanded. These 
economic development subsidies have often been criticized. 
One criticism is that tax subsidies or other subsidies to 
business do not affect their location or investment decisions. 
If that is so, these subsidies are just giveaways to business. 
A second criticism is that even if these policies can increase 
local growth, they will not alter the area's long-term 
unemployment rate. If local growth results in lower 
unemployment rates, household migration will quickly off 
set these short-run beneficial effects on the unemployment 
rate. Net migration into the local area will increase until the 
unemployment rate returns to its previous level. This in- 
migration will help increase home and other real estate prices. 
But owners of real estate tend to be wealthier than average, 
so one could charge that even successful economic develop 
ment programs mainly benefit upper-income landowners.
In my recent book, Who Benefits From State and Local 
Economic Development Policies ?, I examine these criticisms 
of economic development policies. My findings are mixed. 
On the one hand, the empirical evidence suggests that 
economic development policies are capable of achieving their 
stated goals. The best recent evidence suggests that state and 
local taxes do affect the business growth of state and 
metropolitan areas. Furthermore, faster local growth does 
have significant long-run benefits for many households. 
Bringing more jobs to a state or metropolitan area results 
in long-lasting reductions in the local unemployment rate, 
increases in occupational advancement, and increases in earn 
ings, particularly for disadvantaged groups.
On the other hand, the relative magnitudes of the benefits 
and costs of economic development subsidies are quite close. 
The subsidy cost per job created for unemployed residents 
is high enough that it is unclear whether the policies will, 
in all circumstances, be a wise use of resources.
This article summarizes some of the findings from my 
book.
State and Local Policies and Economic Growth 
The Old Conventional Wisdom
Researchers have traditionally argued that state and local 
taxes have little effect on the economic growth of a state or 
metropolitan area. Three arguments were made for this posi 
tion. First, state and local business taxes are only a small 
percentage of overall business costs, so it would seem that 
tax changes would have little effect. Second, survey evidence 
indicates that firms usually do not list state and local taxes 
as a key factor in choosing a state or metropolitan area in 
which to site a new branch plant. Third, until the 1980s, most 
statistical studies of the determinants of state and local growth 
did not find effects of state and local taxes that were 
statistically significant.
These arguments are not convincing. On the first point, 
from the perspective of a firm, several state or metropolitan 
areas are likely to offer similar access to markets, suppliers, 
and labor. Even small changes in costs could tip the balance 
in a location or investment decision.
On the second point, surveys asking firms about "loca 
tion determinants" do not yield precise enough answers for 
policy purposes. The surveys ask businesses to list "the most 
important" or "crucial" determinants of a particular loca 
tion choice. What we need to know is whether the location 
decision would have been altered if a particular state or 
metropolitan area had changed its business taxes by 10 per 
cent. Even if taxes were not "crucial" to the location 
decision—perhaps all the metropolitan areas that were 
finalists had similar tax rates—the decision might have been 
altered by a 10 percent change in tax rates by one of the 
finalists.
New Evidence on State and Local Tax Effects 
on Business Growth
On the final point, research in the 1980s counters previous 
work and finds statistically significant and important effects
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of state and local taxes on the growth of a state or 
metropolitan area. This recent research frequently uses bet 
ter data and methodologies than were used in past research, 
so these recent findings are likely to be more reliable.
In my book, I summarize 57 studies since 1979 that have 
examined the effects of state and local taxes on some measure 
of growth for states or metropolitan areas. Forty of these 
57 studies find negative and statistically significant effects 
of state and local taxes on business activity.
Forty-eight of the 57 studies provide sufficient data that 
one can calculate comparable numbers for the percentage ef 
fects of a change in state and local business taxes on local 
economic activity. Across these 48 studies, the mean effect 
of a 10 percent reduction in all state and local business 
taxes—for example, reducing state corporate income tax rates 
from 5 percent to 4.5 percent and business property tax rates 
from 2 percent to 1.8 percent—is to increase local economic 
activity (e.g., private employment, business output) in the 
long run by about 3 percent. 1
Tax effects of this magnitude are likely to be considered 
important by many policy makers. Reducing state and local 
taxes clearly does not result in a supply-side economic 
miracle. But there are not many easily implemented policies 
that can promise to increase a region's economic activity in 
the long run by several percentage points.
The Downside to State and Local 
Business Tax Reductions
These findings do not imply that reducing state and local 
business taxes is always the right policy. One key point is 
that tax cuts must be financed in some way. If business 
tax cuts are financed by cutting public services that are valued 
by business, the net effect on local growth could be negative.
Twenty-six studies since 1979 have examined how state 
and local public services affect the growth of a state or 
metropolitan area. Fifteen find positive and statistically 
significant effects of public services on local business activity.
Only three of these studies provide sufficient information 
to calculate the net effects of a reduction in state and local 
business taxes, financed exclusively by reducing public ser 
vices valued by business. All three studies find that the net 
effect is negative. One study, by L. Jay Helms of the Univer 
sity of California at Davis, finds that reductions in state and 
local taxes, financed by cutting any public expenditure ex 
cept welfare, will reduce a state's personal income growth. 2 
In my 1989 study, I find that reductions in state and local 
taxes, financed exclusively by reducing spending on public 
schools and fire protection, will reduce the number of small 
business starts. 3 Finally, a recent study by Alicia Munnell 
of the Federal Reserve Bank of Boston finds that reduc 
tions in state and local taxes, financed exclusively by re 
ducing investments in public "infrastructure" (highways, 
water, and sewer) will reduce a state's private employment 
growth. 4
Business tax cuts do not, of course, have to be financed 
by reducing public services valued by business. For exam 
ple, business tax cuts can be financed by raising taxes or user 
fees on local residents. Under such financing schemes, local 
business growth is likely to increase. But to determine 
whether this is a good policy, the benefits of additional 
growth must be compared with the costs to local residents 
of forgoing business tax revenue. Making this determina 
tion requires information on the effects of growth, to which 
I now turn.
Effects of Local Growth 
on Labor and Housing Markets
Arguments For and Against Long-Run Effects 
of Local Growth on Labor Markets
The argument against finding long-run labor market ef 
fects on local residents of local economic development is bas 
ed on the assumption that jobs attract people. More jobs in 
a metropolitan area may increase wages and reduce 
unemployment in the short run. But because the metropolitan 
area is now more attractive to workers, in-migration to the 
metropolitan area from other U.S. regions will increase, and 
out-migration will decrease. The increased population in the 
metropolitan area will tend to reduce wages and increase 
unemployment. The metropolitan area's population will con 
tinue to increase until wages and unemployment are return 
ed to their previous levels.
Because the United States is a very mobile society, these 
adjustments could take place quickly. For the average 
metropolitan area, with zero net migration, over 10 percent 
of the original population will move out over a five-year 
period and be replaced by in-migrants. Even an enormously 
successful economic development policy is unlikely to in 
crease an area's employment, compared to what it otherwise 
would have been, by more than 10 percent over a five-year 
period. Modest changes in normal in- and out-migration 
flows would offset the increases in jobs brought about by 
most economic development policies.
The counterargument, in favor of finding long-run labor 
market effects, is that what happens to people in the short 
run may have long-lasting effects. In a growing metropolitan 
area, some people get jobs who otherwise would be 
unemployed. Others get better jobs than they could have 
otherwise obtained. As a result, the original residents of the 
metropolitan area acquire valuable labor market experience. 
Their job skills, attitudes, and reputation are enhanced, thus 
improving their long-run success in the labor market.
New Estimates of the Overall Effects 
of Local Growth
Table 1 reports some of the overall labor market and hous 
ing market effects of faster local job growth. The table con 
siders the effects of a very large increase in labor demand—a 
change that permanently increases the employment level of 
the metropolitan area by 10 percent above what it otherwise 
would be. Presumably it would take some time to bring this 
change about, perhaps 10 years or longer. For example, if 
a metropolitan area would have experienced job growth of 
2 percent per year, such a change could occur by increasing 
growth to a little less than 3 percent per year for each of 
the next 10 years, after which the area's growth would return 
to its original growth rate of 2 percent per year. 5 The "long- 
run" effects described in the table are the effects that occur 
as of eight years after the faster growth has ended— e.g., 
in the example given, eight years after job growth has return 
ed to a 2 percent annual rate again, or 18 years after the in 
itial change in growth rates. These "eight-year effects" ap 
pear to be the true permanent effects, as there is no sign that 
the effects are changing in the period from four to eight years 
after the faster growth has ended.
Increases in local employment do appear to improve the 
long-run employment prospects of the original residents of 
the metropolitan area. Table 1, and other results in my book, 
indicate that, in the long run, for every 100 new jobs created 
in a metropolitan area, six go to unemployed local residents, 
and 14 go to local residents who were previously outside the 
labor force (that is, not working and not looking for work). 
The other 80 of the 100 new jobs go to in-migrants to the 
metropolitan area.
Table 1
Long-Run Effects of 10 Percent Increase 




Real wage rates for a 
particular job
Real wage rates for a 
particular individual
Average real income 
per family
-0.6% (e.g., from 8.0% to 7.4%) 
-1-5% (e.g., from $60,000 home
to $63,000)
+2% 
0 (wage rates go up by 2 % — 
from $10.00/hr. to 
$10.20—but are matched by 
consumer price increases)
+2% (individuals are promoted to 
jobs that pay 4% more, or 
2% more after taking 
account of greater 
cost-of-living)
+4% (avg. income increases by 
6%, 4% faster than prices)
Because of in-migration to the metropolitan area, local 
growth also increases real estate prices. These real estate 
price increases, along with increases in local wages, put up 
ward pressure on local consumer prices.
Although local wages increase because of faster growth, 
the going wage rate for a particular occupation increases no 
faster than the overall increase in local consumer prices. 
From the perspective of employers, labor costs go up, but 
from the perspective of employees who stay in the same oc 
cupation, there is no net change in their real standard of liv 
ing. However, on average, individuals are able to move up 
to higher-paying occupations. Presumably, this greater up 
ward mobility of workers occurs because employers in a 
growing labor market are forced to relax their hiring 
standards.
The bottom-line, long-run effect of a 10 percent increase 
in local employment is to increase average real family in 
come in the metropolitan area by about 4 percent. Thus, in 
a metropolitan area with average family income of $30,000 
per year, average annual family income would increase by 
about $1,200, after adjusting for higher prices. This annual 
increase of $1,200 may seem modest for such a large change 
in an area's economy. But it is important to remember that 
this $1,200 per family is an average figure. Most families, 
who already had jobs and did not move up to a better-paying 
occupation, would experience zero increase in real income. 
But other families, whose members obtained new jobs or bet 
ter jobs, would gain considerably more than $1,200 per year. 
Furthermore, these gains in family income would be ongoing 
gains that recur year after year, not one-time payments. 
Finally, even those families whose real labor income remain 
ed unchanged would get a capital gain on their house if they 
were homeowners.
Distributional Effects of Local Job Growth
For the original residents of a metropolitan area, the overall 
distributional effects of faster growth appear to be 
progressive—the percentage gain in economic well-being is 
greater for lower-income residents than upper-income 
residents. Because most labor market benefits from growth 
for the original residents go to unemployed workers who get 
jobs, or to workers with less skills who previously could not 
meet employers' hiring standards, the labor market benefits 
from faster local job growth tend to go to disadvantaged 
groups. The percentage increase in family income for the 
lowest-income "quintile"—the 20 percent of families with 
the lowest incomes—is estimated to be twice that of the 
average family. The percentage increase in real earnings for 
blacks is considerably greater than that for whites. The 
percentage increase in earnings for individuals without a high 
school diploma is greater than that for individuals with a col 
lege degree.
These "progressive" effects of local growth on the income 
distribution are offset to some extent by the increase in real 
estate prices. Real estate is disproportionately owned by 
higher-income groups, so the real estate capital gains from 
faster local growth tend to favor the well-to-do. But overall, 
the labor market effects appear to dominate. The capital gains 
on real estate due to growth are one-time gains, while the 
increases in labor income go on year after year. To com 
pare the relative magnitude of these two types of effects, we 
must calculate the "present value" of this annual stream of 
ncreased labor income—that is, the one-time payment today 
that would yield interest income equivalent to this increased 
labor income. At realistic interest rates, the present value 
of increases in labor income considerably exceeds the value 
of real estate capital gains. Furthermore, there is enough 
homeownership among lower-income groups in the United 
States that a significant portion of the real estate benefits of 
growth accrue to them.
The Bottom Line: Comparing the Benefits and Costs 
of Economic Development
Even though economic development does have persistent 
benefits, the bottom-line issue is whether the benefits are 
worth the costs. Someone, typically a local household, has 
to pay for tax incentives to business. In addition, there are 
many other changes brought about by economic development 
that should also be considered, such as changes in traffic con 
gestion and their costs.
Table 2 lists some of the benefits and costs of an extreme 
ly ambitious economic development program. This program 
is designed to achieve the lofty goal of increasing a 
metropolitan area's employment by 10 percent, presumably 
over at least a five- or ten-year time period.
Table 2 implies that whether or not economic development 
policies have a positive bottom line is quite uncertain. There 
are two reasons for this uncertainty. First, there is a good 
deal of uncertainty about the precise magnitude of how state 
and local business taxes affect employment growth, and how 
local growth affects families' incomes. The discussion in 
previous sections of this article has presented the "best 
estimates," based on current research, of the magnitudes of 
these effects. But there is also some statistical uncertainty 
about these estimates, and Table 2 also includes a plausible 
range around these estimates.
The best estimates suggest that the amount the local 
residents will have to pay to finance business tax incentives 
is less (in absolute value) than the overall gains in income 
and housing prices that will result. But the "plausible ranges" 
of these costs and benefits overlap so much that the net ef 
fect is quite uncertain. It is quite possible that the costs to 
households from economic development incentives exceed 
the benefits.
Table 2
Benefits and Costs of Economic Development Policy 
that Increases Local Employment by 10 Percent
Quantifiable Effects
(ongoing annual effects, as percent of the 




Costs to households of financing
economic development incentives -2% -1% to -5%
Benefits
Greater family income +4% +1 % to +7%
Capital gains on real estate
(annual income equivalent) Less than 1 %
Difficult-to-Quantify Effects
• Fiscal benefits or costs
• Distributional effects
• Social costs or benefits of greater employment rates
• Environmental costs / congestion costs / change in "community 
character"
At least some of this uncertainty occurs because these are 
estimates for a mythical "average" economic development 
program in a mythical "average" metropolitan area. Better- 
designed economic development programs can reduce the 
costs per job created and increase the benefits per job created. 
The costs per job created can be reduced by targeting 
economic development incentives on the firms that are most 
likely to respond to them. Costs per job created can also be 
reduced by using as incentives special public services to 
business that have a greater value to firms than the costs of 
providing such services. Possible examples of such services 
include helping firms adopt new technologies, providing 
firms with information about exporting, and giving small 
business owners advice about better methods of business 
planning. Benefits per job created by an economic develop 
ment program will be greater if the created jobs are well 
matched to the skills of the local unemployed.
The second reason to be uncertain about the net benefits 
of economic development is that economic development has 
many other important effects that are difficult to quantify in 
dollar terms and are likely to vary a lot in different cir 
cumstances. These other effects include the following:
Fiscal benefits or costs. Economic development is often 
promoted as a way to improve the fiscal situation of local 
governments. Whether the net fiscal effect of job growth on 
the local government budget is positive or negative is likely 
to vary quite a bit depending on the current level and use 
of public facilities. New branch plants or firms typically pay
more taxes than the cost of the public services that these 
businesses directly use. But the new households attracted by 
new jobs, and particularly new households with children, 
generally require more public services than the taxes they 
pay. If local roads and schools are already at capacity, the 
net fiscal effect is likely to be zero or negative—more public 
expenditures may be required than the new revenues that are 
generated. But if there is plenty of space on the roads and 
in schools, the public treasury is likely to obtain a net gain.
Distributional effects. The percentage gain from growth 
in income for the poor is greater than the percentage gain for 
the average family. But if economic development incentives 
are financed by cutting welfare spending—an extreme 
"trickle down" approach—the poor are likely to lose. Some 
simulations indicate that if all economic development incen 
tives are financed by cutting welfare spending, the net ef 
fect on the poor would be a loss of 20 percent of their average 
income.
In addition, even if, on average, there are net gains in real 
income for the entire community, households on fixed in 
comes are likely to lose, particularly if they are renters. 
Elderly and disabled renters will lose due to the increase in 
local rents and other local prices, yet their Social Security, 
pensions, or disability payments will not be tied to this in 
crease in local prices. 6
' 'Social costs " or ' 'social benefits'' of greater employment. 
The gain to society from an unemployed individual becom 
ing employed may be less than or greater than the income 
the individual receives. The gain is less to the extent that 
the individual had socially beneficial uses of his or her time 
while unemployed: education or job training, taking care of 
children, volunteer work, or other useful activities. The gain 
is greater to the extent that an unemployed person would have 
been more likely to engage in crime, drug or alcohol abuse, 
or other social ills.
Environmental costs, congestion costs, or change in ' 'com 
munity character. '' New industry may in some cases cause 
pollution, and new jobs and new households may increase 
traffic congestion. The "small town atmosphere" of a com 
munity may be destroyed. On the benefit side, new people 
may bring new ideas to a community. Furthermore, with a 
larger community size, the community is likely to offer a 
broader range of services, such as a greater variety of 
restaurants and shops.
Conclusion
The most important result from this research is that increas 
ed local job growth does have significant long-term benefits
for the original residents of a state or metropolitan area. Local 
residents get 20 percent of the new jobs in the long run, and 
the percentage increase in income is twice as great for the 
poorest fifth of all families as for the average family.
Despite these benefits of growth, positive net benefits of 
economic development policies cannot be taken for granted. 
Several policy measures can increase the ratio of benefits 
to costs for economic development policies. First, economic 
development policies should not be financed by cutting public 
services to business or assistance to the poor, but by broad- 
based taxes or fees. Second, policies based on business tax 
reductions should target firms that are most likely to respond 
to such policies. Third, policies should include special ser 
vices to businesses that can be shown to have a greater dollar 
value to businesses than their costs. Fourth, policies should 
target industries that are most likely to employ the communi 
ty's unemployed residents. Finally, economic development 
projects should be avoided if they would impose large pollu 
tion, congestion, or public service costs.
Poorly designed economic development policies could easi 
ly be a waste of resources. In communities with already low 
unemployment and healthy growth, good design of economic 
development policies is especially critical. With low 
unemployment, it is more difficult to ensure that additional 
jobs will help the local unemployed; with strong growth, the 
local public infrastructure may already be close to capacity. 
On the other hand, in high-unemployment communities, 
while better designed policies are, of course, always 
desirable, a typical economic development policy will tend 
to have greater employment and fiscal benefits.
NOTES
1. Some of these studies control for state and local public services and some 
do not. The 25 studies that do include public service controls find only slightly 
larger negative effects of business taxes. Hence, the tax effect reported in 
the text can be interpreted as the effect of taxes, holding public services 
constant.
2. "The Effect of State and Local Taxes on Economic Growth: A Time 
Series-Cross Section Approach," Review of Economics and Statistics 67 
(November 1985): 574-582.
3. "Small Business Start-Ups in the United States: Estimates of the Effects 
of Characteristics of States," Southern Economic Journal 55 (1989): 
1004-1018.
4. "How Does Public Infrastructure Affect Regional Economic Perfor 
mance?" New England Economic Review, September/October 1990: 16-32.
5. The required increase is a little less than 1 percent per year because of 
the compounding of growth over time. An increase of growth from 2 per 
cent per year to 2.98 percent per year would be enough to increase employ 
ment after 10 years by 10 percent above what it otherwise would be.
6. Social Security payments are tied to the national price index, not local 
price indices.
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The BUSINESS OUTLOOK
for WEST MICHIGAN
Is There Money to Fuel the Expansion?
George A. Erickcek
Employment fell a scant 0.1 percent in the five West Michigan metropolitan areas during the second quarter of 
1991. Sluggish auto sales and a troubled office furniture industry contributed to a loss of manufacturing jobs 
during the quarter; however, this decline was offset by employment growth in the region's private service-producing 
industries. In the coming months, total employment is expected to decline slightly, despite the weak national 
recovery. Employment in the region's goods-producing sector should hold firm, but employment in service- 
producing industries may slip.
The National Setting
Gross National Product (GNP) declined at a scant 0.1 per 
cent annual rate in the second quarter of 1991, after falling 
at a 2.8 percent rate in the first quarter. Final sales inched 
upward at a 0.2 percent annual rate, indicating that the 
economy is slowly pulling out of the recession. The weak 
recovery may smolder for a while due to the lack of money 
in general, and in the pockets of consumers in particular.
Consumers made a welcome return to the shopping malls 
and car lots in the second quarter. Personal consumption ex 
penditures increased at a 2.8 percent annual rate, after fall 
ing at a 1.5 percent annual rate in the first quarter. Consumer 
spending on big-ticket, durable goods continued to decline 
at a 1.3 percent annual rate in the quarter. In the car lots, 
consumer spending grew at an 8.7 percent annual rate 
(unrevised), however, after plunging at a 25.8 percent an 
nual rate in the first quarter. Consumer spending for non 
durable items, such as clothing and gasoline, increased at 
a 2.7 percent annual rate, and expenditures for services rose 
at a healthy 4.1 percent annual rate.
The increased activity in auto showrooms did not stop the 
Big Three from posting another quarter of losses, however. 
General Motors lost $785 million, Ford lost $324 million, 
and Chrysler lost $212 million in the second quarter, com 
pared to a year earlier. The quarter's total loss of $1.3 billion 
dollars was less than the tremendous $2.3 billion beating the 
three auto companies took in the first quarter.
The duration of the second quarter's buying spree may be 
limited, however, as spending continues to outrace income
growth. Disposable personal income rose at a 2.5 percent 
annual rate. Moreover, consumer confidence dipped in July 
after inching up in May and June.
Chart 1
United States Employment 
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SOURCE: U.S. Department of Labor.
Housing construction also supplied a welcome boost to the 
national economy as residential investment rose at a 2.1 per 
cent annual rate in the second quarter, after falling for four 
straight quarters.
Consumer confidence cannot be bolstered by the July 
employment statistics, however. The nation's unemployment 
rate fell to 6.8 percent in the month from 7.0, but wage and 
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Local components:
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nployment Research. I 
Conference Board and 
adjusted annual rates
1991 Percent change 1990 Percent change 
first quarter first to second second quarter second to second
1,023,940 -0.8 1,095,120 -7.3 
131,860 -2.7 141,750 -9.5 
892,080 -0.6 953,370 -7.0 
665,950 -0.9 718,710 -8.2 
226,130 0.4 234,660 -3.2 
2,231,600 -0.4 2,232,550 -0.4 
154,160 -0.2 157,230 -2.2 
196,310 -0.8 200,560 -2.9 
743,320 -1.3 746,920 -1.8 
192,640 0.0 190,730 1.0 
945,170 0.4 937,110 1.2 
627,440 -0.1 627,030 -0.1 
3,882,980 -0.5 3,954,700 -2.3
423,570 1.3 334,070 28.5 
9.1 3.3 7.3 28.8
97 -3.1 145 -35.2 
205 -9.3 263 -29.3 
118 0.8 142 -16.2
40.8 0.7 41.9 -1.9 
29,599 8.1 19,347 65.4 
33,622 0.5 49,227 -31.4
lased on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
employment data from MESC. National components in Table A-3.
Table 2 
West Michigan (5 MSAs) Statistics
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. . . . 5,724
207,570 -0.8 214,510 
26,180 -4.2 27,930 
181,390 -0.3 186,580 
113,820 -1.1 117,760 
67,570 1.1 68,820 
368,280 0.4 364,450 
21,970 0.0 22,230 
39,890 -0.2 39,110 
124,440 -0.3 124,730 
29,380 0.8 28,890 
152,600 1.1 149,490 
83,070 -0.8 82,370 
658,920 -0.1 661,330
54,300 2.9 46,520 
7.5 5.3 6.6
205 -9.3 263 
118 0.0 137
40.5 0.2 41.2 
3,350 3.2 2,626 
5,947 -3.7 8,616
SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill 
Company, ad counts from five daily newspapers and employment data from MESC. National components in Table A-3. 
























month. The nation's unemployment rate declined because 
over 400,000 individuals stopped looking for work and, 
hence, left the labor force.
The nation's trade picture deteriorated in the second quarter 
due to a combination of a stronger dollar, weak international 
markets, and increased oil prices. Exports of goods and ser 
vices rose by a 4.3 percent annual rate in the quarter; 
however, imports rose at a much greater 19.0 percent an 
nual rate. Oil imports made up approximately half of the 
quarter's increase.
The nation's employment picture should improve over the 
next several months. The National Association of Purchas 
ing Managers (NAPM) Index of Business Activity rose to 
51.8 percent in July, the second month that the Index has 
been above 50 percent. A reading of over 50 percent general 
ly indicates a growing national economy. Furthermore, the 
nation's Index of Leading Indicators also rose in July for the 
fifth straight month. The magnitude of the rise in the Index 
is not as great as is typically seen at this stage of the recovery, 
however.
Many analysts agree that the longevity of the recovery will 
depend upon the interest-sensitive capital expenditure deci 
sions of the nation's businesses. Nonresidential investment 
declined at a 1.8 percent annual rate in the second quarter. 
Expenditures on nonresidential structures fell at a 13.7 per 
cent annual rate in the second quarter. Expenditures for pro 
ducers' durable equipment rose at a 2.0 percent annual rate.
Chart 2
Michigan Employment 
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SOURCES: Based on U.S. Department of Labor and Michigan Employ 
ment Security Commission data.
Unfortunately, the outlook for long- and short-term interest 
rates is plagued with uncertainty. The Federal Reserve (Fed)
has moved to cut short-term interest rates to increase the rate 
of business loan activity and to inject money into the national 
economy. In the first week of August, the Fed lowered its 
federal funds rate from 5.75 to 5.5 percent. The federal fund 
rate is the rate on overnight loans between banks.
The move to lower short-term interest rates is partially in 
response to the slow growth in the nation's money supply. 
As shown in Chart 3, the growth in M2, which includes cash, 
demand deposits, and short-term time deposits, has been slug 
gish over the last several months, in spite of Fed actions to 
encourage lending. Normally, money expands during expan 
sions due to increased loan activity. In July, M2 actually 
declined, and its overall growth rate is nudging the lower 
bounds of the Fed's targeted growth range of 2.5 to 6.5 per 
cent per year. The lack of money growth, it is feared, could 








Part of the problem is that the banking industry is still hesi 
tant to increase its loan activity. Due to uncomfortable levels 
of existing bad or nonperforming loans, the nation's banks 
are being cautious in their lending practices. Moreover, the 
current spread between short- and long-term interest rates 
discourages short-term lending.
Long-term interest rates have stayed in the 8 to 9 percent 
range because of inflationary fears of investors and the ever 
growing borrowing needs of the federal government. Infla 
tion appears to be under control, with the Fed estimating that 
inflation will be below 4 percent for the year. The outstand 
ing problem is the federal deficit, which is now expected to 
reach nearly $350 billion in fiscal year 1992, up from $220.1 
billion in FY 1990. The Treasury's borrowing needs of near 
ly $1 billion per day will put upward pressure on long-term 
interest rates for years to come. In fact, a recent sale of 
Treasury 30-year bonds found few buyers, causing the price 
to fall and, inversely, long-term interest rates to rise.
Most credit market analysts see long-term rates sliding 
downward in the coming months, providing a needed boost 
to the recovery. Indeed, the well-respected Blue Chip con 
sensus forecast calls for GNP to grow at a 2.7 percent an 
nual rate in the current third quarter and a stronger 2.9 per 
cent annual rate in the final quarter of 1991. A double-dip 
recession does not look likely, again, as long as there is 
enough money to fuel the expansion.
Outlook for Michigan
Total employment in Michigan fell 0.5 percent in the sec 
ond quarter of 1991. Employment reductions were felt across 
all the major sectors of the state's economy. In the coming 
months, employment in the state's manufacturing sector 
should stabilize; however, employment reductions in the 
state's larger service-producing sector are expected to cause 
overall employment to fall slightly.
Employment in the state's goods-producing industries 
dropped in the second quarter due to a sluggish manufactur 
ing sector and an even weaker construction sector. Employ 
ment in manufacturing, statewide, fell 0.6 percent in the sec 
ond quarter, due to a 0.9 percent decline in durable goods 
production. In the first quarter, manufacturing employment 
dropped by 3.2 percent. Employment in nondurable goods 
production increased 0.4 percent in the quarter. Recently, 
the combination of low inventories and a modest jump in 
auto sales has caused business activity for many of the state's 
auto suppliers to pick up. Finally, employment in the state's 
construction industry fell 2.7 percent in the quarter, in spite 
of a 0.5 percent increase in the number of new dwelling units 
put under contract.
Chart 4
Michigan and West Michigan Indexes 
First Quarter • 1991 and Second Quarter I
(1982 = 100)
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Statewide, employment in service-producing industries 
declined by 0.4 percent, due to major reductions in retail 
and wholesale trades. Much of the decline in retail employ 
ment is a delayed response to four quarters of continuous
layoffs in the state's manufacturing sector. Service employ 
ment rose 0.4 percent, statewide, in the second quarter and 
finance employment was flat.
The 0.5 percent decline in wage and salary employment, 
statewide, contributed to the jump in the state's unemploy 
ment rate to 9.4 percent. The number of individuals 
unemployed rose just 1.3 percent in the quarter, but by nearly 
30 percent from a year ago.
The short-term outlook for the state calls for more stable 
employment conditions in manufacturing, while further 
employment reductions are expected in private services. The 
state's Index of Leading Indicators, which monitors employ 
ment conditions in the state's goods-producing sector, rose 
0.8 percent in the quarter. On the other hand, the Detroit 
Area Index of Help-Wanted Advertising, which tracks 
employment opportunities in primarily private services, 
declined 3.1 percent.
The state components of the Index of Leading Indicators 
were mixed. The number of new dwelling units put under 
contract increased by 0.5 percent, and the average weekly 
hours of production workers rose 0.7 percent in the second 
quarter. On the downside, new claims for unemployment in 
surance rose 8.1 percent.
The Michigan Tax Tribunal issued a ruling that substan 
tially supports traditional assessment and evaluation prac 
tices of manufacturing plants. The case involved General 
Motors and Comstock Township near Kalamazoo; however, 
similar cases have been filed by GM in 10 other communities 
in Michigan. GM argued that assessment of production 
facilities should be based upon the replacement cost of 
rebuilding the plant with today's current technology. The auto 
firm argued that the Comstock plant was obsolete and that 
if it were to rebuild the same capacity plant with today's 
technologies, it would cost a lot less. Hence, the assessment 
of the existing plant should be substantially reduced. GM 
estimated that, in 1984, the plant was worth just $26 million, 
instead of the $69 million claimed by the township. The court 
ruled the value of the plant was $65 million in 1984.
Outlook for West Michigan
Total employment in the five metropolitan areas of West 
Michigan fell a minor 0.1 percent in the second quarter of 
1991. Employment declines in the region's goods-producing 
industries were offset by gains in its private service-producing 
industries and government. In the coming months, manufac 
turing employment should remain firm; however, employment 
in the areas 'private service industries is expected to decline.
Manufacturing employment fell 0.3 percent during the sec 
ond quarter in the five West Michigan metropolitan areas. 
Employment gains in the region's smaller nondurable goods
sector were unable to counter employment declines in durable 
goods production. The slumping auto and office furniture 
industries were largely to blame for the decline in durable 
goods employment. The region's auto suppliers may see 
some relief in the coming months, as auto sales are picking 
up and inventories are extremely low. However, the wait 
for the region's office furniture industry may be longer.
Chart 5
West Michigan Employment 
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SOURCE: Based on Michigan Employment Security Commission data for 
5 MSAs in West Michigan.
Employment in the region's construction industry fell 4.2 
percent in the second quarter, reflecting the quarter's 3.7 
percent decline in the number of dwelling units put under 
contract, as well as lackluster commercial construction 
activity.
Employment in the region's private service industries rose 
0.4 percent in the second quarter. Employment increases in 
services and finance more than counterbalanced declines in 
retail and wholesale trade. Government employment declined 
0.8 percent in the second quarter.
The region's unemployment rate rose to 7.9 percent in the 
second quarter from 7.5 percent in the previous period. Still, 
the region's unemployment rate is substantially below the 
state's rate of 9.4 percent. In addition, the region's employ 
ment performance, while certainly not outstanding, was bet 
ter than the state's, overall. The region's 0.4 percent increase 
in private service employment contrasted with the state's 0.4 
percent decline, and employment in the region's manufac 
turing sector declined at a slower pace than the state's.
The employment outlook in the region's manufacturing 
sector calls for more stable conditions. With improving car 
sales and a general national recovery, albeit a weak one, 
manufacturing employment should hold firm in the coming 
months. The region's Index of Leading Indicators, which
tracks employment conditions in the region's goods- 
producing sector, remained unchanged in the quarter. 
Employment in the region's private service-producing in 
dustries is expected to decline slightly in the coming months, 
however. The expected decline is largely attributed to delayed 
spinoff effects of past declines in manufacturing employment. 
This forecast is further supported by the 9.3 percent decline 
in the region's Index of Help-Wanted Advertising, which 
monitors employment opportunities primarily in 
nonmanufacturing.
The regional components of the Index of Leading In 
dicators were mixed. Average weekly hours of production 
workers were up just 0.2 percent in the quarter; however, 
new claims for unemployment insurance were up 3.2 per 





• 1991 and Second Quarter 1991
In June, the $30 million Applied Technology Center in 
Grand Rapids was dedicated. The 233,000-square foot facili 
ty contains more than a dozen technical labs, covering a wide 
range of fields from computer-integrated manufacturing to 
plastics and air conditioning, and offers an excellent resource 
for industries throughout West Michigan. Ten associate 
degrees and nine bachelor degrees will be offered at the 
downtown facility, which will be jointly operated by the 
Grand Rapids Junior College and Ferris State University.
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The Research and Technology Institute of West Michigan The Consortium will allow companies to split the cost of
(RTI) has formed the Plastics Computer Integrated Man- plastics research and development, while still protecting
ufacturing Consortium or PCIM. PCIM will serve as a their unique product lines. IBM and the 3M Company have
link to the plastics industry, and the various university- already joined PCIM, and RTI is looking for 11 more
sponsored research programs available in West Michigan. members.
Please Note
Starting with this issue, we have further disaggregated and rearranged our seasonally adjusted employment 
tables. Employment statistics for area Manufacturing and Construction and Mining activities are now placed under 
the heading of GOODS-PRODUCING INDUSTRIES. This is the first time we have provided seasonally adjusted 
employment for Construction and Mining.
Employment statistics for Transportation and Utilities, Wholesale Trade, Retail Trade, Finance (Finance, In 
surance and Real Estate) and Services are now under the heading of PRIVATE SERVICE-PRODUCING IN 
DUSTRIES. Government remains under its own classification.
In previous issues, employment in Construction and Mining was included in the total for NONMANUFAC- 
TURING employment. NONMANUFACTURING also included all the employment sectors now under PRIVATE 
SERVICE-PRODUCING.
In comparison with the Michigan Employment Security Commission's (MESC) unadjusted employment tables, 
the definitions of GOODS-PRODUCING INDUSTRIES are identical. MESC's SERVICE-PRODUCING IN 
DUSTRIES categories includes government employment, whereas we keep government employment separate 
from private service-producing industries.
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The BUSINESS OUTLOOK
for the BATTLE CREEK MSA
Total employment fell 0.6 percent in the Battle Creek MSA 
during the second quarter of 1991. Employment declines in 
the area's service-producing sector more than offset employ 
ment gains in manufacturing and construction. In the com 
ing months, further employment gains are expected in the 
area's healthy goods-producing sector, while employment con 
ditions in the private service-producing industries are ex 
pected to deteriorate slightly.
Employment in manufacturing rose 0.9 percent in the sec 
ond quarter. In fact, the Battle Creek MSA was the sole 
metropolitan area in West Michigan to have an expanding 
manufacturing employment base in the quarter. Area employ 
ment grew in both durable and nondurable goods produc 
tion. Moreover, in July, both II Stanley and Nippondenso an 
nounced planned expansions that will bring more jobs into 
the area. Nippondenso revised its previously announced ex 
pansion plans to spend $75 million and create 150 additional 
jobs by the end of this year; it now plans to invest just $50 
million, but to create 250 jobs. II Stanley announced that it 
will add 56,000 square feet to its production facility, but did 
not give any estimates of new hires.
Chart BC-1
Battle Creek Indexes
by Quarter - First of 1982 to Second of 1991
(1982=100)
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
Employment in construction rose 1.8 percent in the quarter, 
reflecting the 60.8 percent jump in the number of new dwell 
ing units put under contract during the second quarter. Over
the first half of 1991, the value of total construction in the 
area was 14 percent below last year's levels, however.
Employment in the area's service-producing sector, on the 
other hand, fell 0.9 percent in the second quarter. Employ 
ment reductions were seen in the retail, finance, and services 
sectors. Employment in the area's health services is expected 
to grow due to recent groundbreaking of Regional Medical 
Laboratories's $1.2 million expansion. The company currently 
employs 200 people. Finally, employment in the area's 
transportation service sector will expand with the announce 
ment that Kal-Aero will move its airplane refurnishing opera 
tion to the W.K. Kellogg Airport from Kalamazoo. Although 
the move will bring 180 jobs to the area, many of the firm's 
employees will continue to reside in Kalamazoo County. The 
move was due to space limitations at the company's present 
location.
The area's unemployment rate remained unchanged in the 
second quarter, despite a 0.6 percent decline in total wage 
and salary employment. The number of people unemployed 
increased, but by only 0.7 percent. Total employment in the 
area declined almost at the same rate as statewide in the sec 
ond quarter, in spite of the outstanding growth in manufac 
turing employment.
In the coming months, employment in the area's goods- 
producing sector is expected to continue to grow, while 
employment in private service-producing sector is expected 
to decline even further. This decline should be limited, 
however, as area income picks up with the recent increase 
in manufacturing employment. These forecasts are supported 
by the 5.8 percent increase in the area's Index of Leading In 
dicators and the 9.9 percent decline in its Index of Help- 
Wanted Advertising. The Index of Leading Indicators moni 
tors employment conditions in the goods-producing sector, 
while the Index of Help-Wanted Advertising tracks employ 
ment opportunities primarily in the service-producing sector.
The local components of the Index of Leading Indicators 
were mixed. As mentioned earlier, the number of new dwell 
ing units put under contract jumped by 60.8 percent. However, 
average weekly hours of production workers fell 1.7 percent, 




Battle Creek (Calhoun County) Statistics
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SOURCES: W. E. Upjohn Institute for Em 
Company, ad count from Battle Creek Ei 
























ployment Research. Base< 
iquirer and employment 
adjusted annual rates.
Percent change 
1991 first 1990 






17,540 1.0 18,530 -4.4 
2,220 1.8 2,220 1.8 
15,320 0.9 16,310 -5.2 
7,260 1.2 7,640 -3.8 
8,060 0.6 8,670 -6.5 
31,280 -0.9 30,460 1.8 
1,540 0.0 1,710 -9.9 
1,740 -1.1 1,720 0.0 
11,250 -0.5 11,070 1.1 
3,530 -1.1 3,350 4.2 
13,220 -1.2 12,610 3.6 
11,750 -2.0 11,710 -1.7 
60,570 -0.6 60,700 -0.8
5,510 -0.7 5,110 7.0 
8.5 0.0 7.8 9.0
151 -9.9 190 -28.4 
121 5.8 140 -8.6
42.3 -1.7 42.4 -1.9 
412 2.2 307 37.1 
278 60.8 403 10.9
J on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
data from MESC. National components in Table A-3.
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The growth of the tourism industry in Calhoun County has held steady over the 10-year period from 1977 to 1987. Average annual 
employment for the industry in 1987 increased a mere 0.7 percent over the 1977 average. During the peak of the 1987 season in 
August, employment rose to 4,998 jobs, which represented 11 percent of the private-sector workforce in the county.
SOURCE: Travel and Tourism in Michigan: A Statistical Profile 2nd ed. Travel, Tourism and Recreation Resource Center, MSU, 1991. 




for the BENTON HARBOR MSA
Total employment fell 0.3 percent in the second quarter in 
the Benton Harbor MSA, due to employment cutbacks by area 
goods-producing industries. In the coming months, employ 
ment in manufacturing and construction should stabilize; 
however,, employment reductions are expected in the area's 
private service-producing industries.
Manufacturing employment continued its descent in the sec 
ond quarter, falling 1.1 percent. Over the past four quarters, 
employment in manufacturing has declined nearly 6 percent 
in the Benton Harbor MSA. Significant employment reduc 
tions occurred in the area's durable goods industries in the 
second quarter, reflecting the closing in May of Dynac Cor 
poration, an aluminum and zinc caster, and employment 
reductions at Bendix.
Chart BH-1
Benton Harbor Indexes 
by Quarter - First of 1982 to Second of 1991
(1982=100)
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
Recent developments in the area's manufacturing sector point 
to more stable conditions in the coming months. ZDS was 
awarded a 150 million contract with the U.S. Army; workers 
at Du-Wel ratified a new three-year contract; and MRH In 
dustries announced a $1 million expansion that will generate 
between 15 to 25 new jobs upon completion.
Employment in construction fell by a full 1.0 percent in the 
quarter, which is somewhat surprising given the 10.4 percent 
jump in the number of new dwelling units put under contract. 
During the first six months of 1991, the number of new 
dwelling units put under contract was down 36 percent from 
the same period last year, while the value of total construc 
tion rose 11 percent.
Employment in the area's service-producing industries mov 
ed up a scant 0.1 percent in the second quarter, as major 
employment reductions in retail trade were offset by employ 
ment gains in wholesale trade, finance, and services. Retail 
employment has declined by over 5 percent in the past year, 
reflecting felling area income due to layoffs in the manufac 
turing sector.
The area's unemployment rate jumped a full percent to 9.5 
in the second quarter, as the number of unemployed rose by 
12.3 percent. The 0.3 percent decline in the area's wage and 
salary employment contributed to the rise, as did layoffs in 
surrounding areas, such as South Bend and South Haven. The 
area's jobless rate is just above that of the state; however, ex 
cept for its struggling manufacturing sector, area employment 
growth has out-performed that of the state as a whole.
The short-term outlook for the Benton Harbor MSA calls 
for stabilizing employment conditions in the area's goods- 
producing sector, but employment declines in its consumer- 
based service-producing sectors. The improving employment 
forecast for manufacturing and construction is supported by 
a 2.9 percent increase in the area's Index of Leading Indicators, 
which monitors employment conditions in the goods-producing 
sector. Meanwhile, the large 20.7 percent plunge in the area's 
Index of Help-Wanted Advertising, which tracks employment 
opportunities primarily in private services, supports the predic 
tion that further employment declines in that sector can be 
expected.
The three local components of the area's Index of Leading 
Indicators were mixed. The number of new dwelling units put 
under contract was up, as well as the average weekly hours 
of production workers. On the downside, the number of in 
itial claims for unemployment insurance rose 3.9 percent in 
the quarter.
The area's economic development efforts were enhanced by 
both the groundbreaking of the 107-acre Cornerstone Industrial 
Park near Ross Airport and the merger of the Twin Cities Area 
Chamber of Commerce and the Community Economic 
Development Corporation into the Cornerstone Alliance Coun 
cil of Commerce and Community Development. In addition 
to eliminating existing duplication of services, the new 
organization will better enable the area to respond to the re 
cent disbanding of the Southwestern Michigan Community 
Growth Alliance, which fell victim to state budget cuts. The 




Benton Harbor (Berrien County) Statistics
(Adjusted for seasonal variations)
Measure
Employment
Construction & mining ........
Manufacturing ...............
Transportation & pub. utilities . 
Wholesale trade .............
Retail trade .................
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Percent change Percent change 
1991 first 1990 second 
first to second to 
quarter second quarter second
22,950 -1.1 23,960 -5.3 
2,000 -1.0 1,940 2.1 
20,950 -1.1 22,020 -5.9 
15,410 -1.8 16,080 -5.9 
5,540 0.7 5,940 -6.1 
34,820 0.1 34,600 0.7 
2,680 0.4 2,650 1.5 
2,370 4.2 2,470 0.0 
11,630 -3.5 11,850 -5.3 
2,600 2.3 2,630 1.1 
15,540 1.7 15,000 5.4 
8,920 0.4 8,940 0.2 
66,690 -0.3 67,500 -1.5
6,600 12.3 5,730 29.3 
8.5 11.8 7.3 30.1
246 -20.7 309 -36.9 
105 2.9 126 -14.3
39.9 3.5 41.6 -0.7 
380 3.9 274 44.2 
288 10.4 548 -42.0
SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Benton Harbor Herald Palladium and employment data from MESC. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.

























Berrien County has shown little fluctuation in tourism-related employment during the 10-year period from 1977 to 1987. Average 
annual employment in tourism in 1987 increased only 3.5 percent over the 1977 average. During the peak of the 1987 season in 
July, employment reached 5,520 jobs, representing 9.5 percent of the county's private-sector workforce.
SOURCE: Travel and Tourism in Michigan: Statistical Profile 2nd ed. Travel, Tourism and Recreation Resource Center, MSU, 1991. 




for the GRAND RAPIDS MSA
Total employment grew a modest 0.2 percent in the Grand 
Rapids MSA (Kent and Ottawa Counties) during the second 
quarter. Employment cuts in the area's goods-producing sec 
tor and government were more than offset by employment 
gains in its private service-producing industries. Employment 
is expected to slip slightly in the coming months, both in the 
goods-producing and service-producing industries.
Employment in the area's goods-producing sectors, 
manufacturing and construction, fell 0.7 percent in the sec 
ond quarter. Manufacturing employment fell a scant 0.1 per 
cent, as employment gains in the area's nondurable goods 
manufacturing nearly matched the declines in its larger 
durable goods sector. Voluntary layoffs at Steelcase, Stow- 
Davis, Herman Miller, and Westinghouse contributed to the 
decline in employment in durable goods production in the 
quarter. In addition, several of the area's auto suppliers are 
struggling. Employment levels at Autodie, for example, are 
down by 50 percent. Mclnerney Incorporated, in fact, clos 
ed after being in business for nearly 60 years. The non- 
renewal of a contract with Chrysler, along with a canceled 




by Quarter - First of 1982 to Second of 1991
(1982=100)
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
The market for office furniture has yet to recover from the 
recession. The national glut of office space, along with the 
fact that this recession hit private service industries harder 
than usual, has postponed the industry's recovery for several 
more months. Industry analysts estimate that this year's
industry shipments will just match last year's level of $7.9 
billion. Steelcase was forced to eliminate 150 salaried 
workers, about 5 percent of its salaried workforce, and 169 
hourly workers, in early August.
Employment in the area's construction industry plunged 4.4 
percent in the second quarter, reflecting the 10.2 percent drop 
in the number of new dwelling units put under contract in 
the second quarter. During the first six months of this year, 
the total value of construction in Kent and Ottawa Counties 
was down 9 percent from last year's levels.
Employment in the area's private service-producing sector 
was up 0.8 percent in the quarter. Strong employment gains 
were reported in services and finance. Employment grew 
slightly in retail trade, as well; however, Meijer Inc., a regional 
retailer, announced plans to eliminate 200 white-collar jobs.
Gordon Foods Services, a major wholesaler, is building 
a new $35 million, state-of-the-art distribution warehouse that 
will employ 50 additional workers upon completion in 
January 1993. The facility will have 32 receiving and 35 ship 
ping docks and five miles of conveyors.
The area's unemployment rate rose 0.3 percent in the sec 
ond quarter to 7.3 and remained substantially below that of 
the state. The area's second-quarter employment growth was 
greater than the state's as well; its percentage decline in 
manufacturing employment was less than the state's, and its 
0.8 percent growth in employment in private services sharp 
ly contrasted with the state's 0.4 percent decline.
The area's short-term employment outlook is not promis 
ing, however. Manufacturing employment should hold steady, 
although further layoffs in the area's furniture industry are 
not unlikely. Employment declines are expected in the area's 
private service industry. The area's Index of Help-Wanted 
Advertising, which tracks employment opportunities primari 
ly in nonmanufacturing, sank 11.2 percent in the quarter. 
The area's Index of Leading Indicators, which monitors 
employment conditions in the goods-producing industries, 
also declined, but by only 0.9 percent.
The local components of the Index of Leading Indicators 
were mixed. Housing starts were down, as previously men 
tioned, and new claims for unemployment insurance inched 
up 0.7 percent. On the other hand, average weekly hours of 
production workers rose a modest 0.3 percent.
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Table GR-1 
Grand Rapids (Kent & Ottawa Counties) Statistics
(Adjusted for seasonal variations)
Measure
Employment
Construction & mining ........
Transportation & pub. utilities .
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F 
Company, ad count from Grand Rapids Press and employment data from MESC. National 















































McGraw Hill Information Systems 
A-3.
Employment Trends in the Tourism-Related Industry 
Grand Rapids MSA
Average Annual Employment Tourism-Related Employment






















The Grand Rapids MSA has shown a substantial increase in the growth of its tourism industry during the 10-year period from 1977 
to 1987. Average annual employment increased 48 percent in the 10-year period. In August, the peak of the 1987 season, employ 
ment rose to 26,461 jobs and represented 9.4 percent of the private-sector workforce in Kent County and 8.2 percent in Ottawa.
SOURCE: Travel and Tourism in Michigan: A Statistical Profile 2nd ed. Travel, Tourism and Recreation Resource Center, MSU, 1991. 




for the KALAMAZOO MSA
Total employment fell 0.3 percent in the Kalamazoo MSA 
during the second quarter of 1991. Employment in the area's 
goods-producing sector declined, while employment in its 
service-producing industries dropped 0.1 percent. Employ 
ment conditions in the area's goods-producing sector should 
improve in the coming months; at the same time, however, 
service sector employment, especially in consumer-based 
activities, may deteriorate.
Employment in manufacturing fell 0.5 percent in the sec 
ond quarter, on top of a 2.0 percent drop in the previous 
quarter. Employment in durable goods production declined 
0.9 percent in the quarter. Part of the decline was due to the 
closing of Peterson Spring, a manufacturer of coil springs 
for the auto industry. The shutdown affected 44 workers. 
Employment in the production of nondurable goods declin 
ed by just 0.2 percent.
Chart K-l
Kalamazoo Indexes
by Quarter - First of 1982 to Second of 1991
((1982=100)
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
The employment outlook in manufacturing was brighten 
ed by the announcements that Geiger Plastics, a plastics parts 
producer for the auto industry, will expand, hiring 30 more 
workers, and that Stryker, a maker of surgical instruments, 
will add 120 new jobs.
Employment in the area's construction industry fell 2.6 per 
cent in the second quarter, despite a 33.5 percent jump in 
the number of new dwelling units put under contract. Overall, 
the value of total construction for the first half of the year 
was 15 percent lower than last year's.
Employment in private service-producing industries fell a 
scant 0.1 percent in the second quarter. Employment gains in 
finance and in transportation and utilities nearly offset de 
clines in retail and wholesale trade. The recession is taking its 
toll on retailers, as consumer confidence and income are weak.
Employment in the area's transportation industry will 
decline with Kal-Aero's decision to relocate much of its 
airplane refurnishing operations to W.K. Kellogg Airport in 
Battle Creek. Up to 180 positions will be affected by the move; 
however, many of the affected workers will continue to reside 
and shop in Kalamazoo County and utilize its public services.
The area's unemployment rate rose to 6.0 percent in the 
second quarter. This remains the lowest unemployment rate 
in West Michigan and is substantially below the state's overall 
rate of 9.4 percent. The area's second-quarter employment 
performance, however, was only marginally better than the 
state's.
With the improving national economy, employment in the 
area's goods-producing sector should remain stable in the 
coming months. However, service-producing industries 
employment may decline until consumer confidence and in 
come are restored. These predictions are supported by a 
modest 0.9 percent rise in the area's Index of Leading In 
dicators and a 4.3 percent drop in its Index of Help-Wanted 
Advertising. The Index of Leading Indicators monitors 
employment conditions in the goods-producing sectors, while 
the Index of Help-Wanted Advertising tracks employment op 
portunities in the private service-producing sector.
The local components of the Index of Leading Indicators 
were mixed. The number of new dwelling units put under 
contract rose sharply; however, initial claims for unemploy 
ment insurance increased 8.5 percent, and average weekly 
hours of production workers declined 0.7 percent.
Concerns that the multimillion dollar Arcadia Commons 
development project in downtown Kalamazoo was seriously 
stalled due to state budget cuts and rising construction costs 
were stilled with two recent announcements. First of America 
and the City of Kalamazoo resolved liability issues concern 
ing possible ground contamination that were holding up the 
construction of its facility, and the Upjohn Company has team 
ed up with both Bronson and Borgess Hospitals to provide 
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Employment Trends in the Tourism-Related Industry 
Kalamazoo MSA
Average Annual Employment Tourism-Related Employment




1977 1979 1981 1983 1985 1987
Kalamazoo County has shown noticeable growth in the tourism industry over the 10-year period from 1977 to 1987. Average annual 
employment for the industry in 1987 increased 14.4 percent over the 1977 average. During the peak of the 1987 season in December, 
employment rose to 9,176 jobs, which represented 10.4 percent of the county's private-sector workforce.
SOURCE: Travel and Tourism in Michigan: A Statistical Profile 2nd ed. Travel, Tourism and Recreation Resource Center, MSU, 1991. 




for the MUSKEGON MSA
Total employment fell 0.6 percent in the Muskegon MSA 
during the second quarter of 1991. Employment declines in 
the area's goods-producing sector more than offset modest 
employment increases in its private service-producing sec 
tor. The area's employment outlook points to further employ 
ment reductions in private services, while employment in its 
goods-producing sector should stabilize.
Employment in manufacturing dropped 1.3 percent in the 
second quarter, due to a 1.8 percent decline in employment 
in durable goods production. Employment in the production 
of nondurable goods rose 1.0 percent. Brunswick, the sports 
equipment manufacturer, is expected to call back some of its 
idle workers, as a result of a vendoring agreement with 
K-Mart which should increase company sales.
Chart M-l
Muskegon Indexes
by Quarter - First of 1982 to Second of 1991
(1982=100)
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
Employment in the area's construction industry plunged 
12.0 percent in the second quarter. During the first six months 
of 1991, the value of total construction in Muskegon County 
has been 53 percent below last year's level, and housing starts 
in the second quarter were down 8.2 percent.
Employment in the private service-producing sector rose 
0.5 percent in the second quarter, as employment gains in 
services and retail trade countered employment losses in the 
area's wholesale trade and finance.
Further layoffs are expected in the area's health service sec 
tor in the coming months. Mercy Hospital announced that 
it will lay off 23 employees by the first of September. This
follows a similar announcement last quarter by Hackley 
Hospital which affected 40 workers. On the positive side, the 
Muskegon Harbor Hotel reopened under the Holiday Inn ban 
ner, after months of financial negotiations. The potential 
economic impact of the hotel will depend upon its ability to 
recapture the conference and convention business it was at 
tracting before closing in February.
The area's unemployment rate inched up to 11.8 percent in 
the second quarter from 11.6 percent. Although this is the 
highest unemployment rate in West Michigan and well above 
the state average for the quarter, the ranks of the area's 
unemployed increased just 0.5 percent, compared to 9.8 per 
cent, statewide. Moreover, the area's employment growth in 
private service-producing industries contrasted the state's 
employment decline.
In the coming months, employment in the area's goods- 
producing sector should stabilize as the national economy im 
proves. However, employment cutbacks may occur in the 
private services sector due to reduced consumer demand caus 
ed by recent layoffs in manufacturing. These predictions are 
supported by a 5.3 percent decline in the area's Index of Help- 
Wanted Advertising, which monitors employment oppor 
tunities primarily in private services, and a modest 0.9 per 
cent rise in its Index of Leading Indicators, which tracks 
employment conditions in the goods-producing sectors.
The local components of the Index of Leading Indicators 
were mixed in the second quarter. Average weekly hours of 
production workers rose 1.0 percent; however, the number 
of initial claims for unemployment insurance also rose by 1.0 
percent. Finally, the number of new dwelling units put under 
contract fell 8.2 percent.
The interchange at Sternberg Road and U.S. 31 is not ex 
pected to be completed until spring of 1993; however, a heated 
debate has erupted concerning its developmental conse 
quences. Most agree that the interchange is needed to im 
prove access to the Muskegon airport and to the proposed 
site of a high-technology business park. What is being hotly 
contested is whether construction of a proposed 700,000- 
square foot regional shopping center should be allowed at the 
interchange. Some argue that, given Muskegon's slow popula 
tion and income growth, any success of the proposed mall 
will be at the expense of existing local retail centers, in par 
ticular the Muskegon downtown mall. Others counter that 
the proposed shopping center would capture retail dollars now 
spent in Grand Rapids and Holland.
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. 
Company, ad count from Muskegon Chronicle and employment data from MESC. National 
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Employment in the tourism industry in Muskegon County grew by 30 percent over the 10-year period from 1977 to 1987 from 
3,137 workers to 4,066. During the peak of the 1987 season in August, employment rose to 4,732 jobs, which represented 9.2 
percent of the private-sector workforce in Muskegon County.
SOURCE: Travel and Tourism in Michigan: A Statistical Profile 2nd ed. Travel, Tourism and Recreation Resource Center, MSU, 1991. 




Business Cycle Turning Dates
The historical business cycle turning dates used in this report 
are those designated by the National Bureau of Economic 
Research, Inc. (NBER). They mark the approximate dates when, 
according to NBER, aggregate economic activity reached its 
cyclical high (peak) or low (trough) levels.
Central City
An incorporated city or urbanized area defined by the U.S. Of 
fice of Management and Budget as having the largest popula 
tion in the metropolitan statistical area in 1980. For an addi 
tional city to be included in the name of an MSA, the employ 
ment/residence ratio must be at least 0.75, with out-commuting 
of less than 60 percent of that city's resident employed workers.
Employment
In this quarterly, "employment" is used instead of the more 
precise term, "wage and salary employment." The MESC 
employment data shown refer to "jobs by place of work," or 
nonagricultural employment.
Manufacturing: The estimate of the number of workers on 
the payrolls of privately owned firms engaged in the produc 
tion of durable or nondurable goods.
Nonmanufacturing: The estimate of the number of workers 
on the payrolls of privately owned firms that provide services 
rather than goods. (Construction and mining are included.)
Government: The estimate of the number of workers on na 
tional, state, or local governmental payrolls.
Index of Leading Indicators, United States
A (composite) index based on 11 major components made up 
of 60 series. Marginal employment adjustment measures include 
average weekly hours in manufacturing employment and average 
weekly initial UI claims. One of the two job vacancy series is 
Help-Wanted Advertising. New private housing units are part 
of the fixed capital investment component. For a complete list 
see Survey of Current Business and the 1984 Handbook of 
Cyclical Indicators, The U.S. Department of Commerce, Bureau 
of Economic Analysis.
Initial Claims
A count of the number of new claims filed for unemployment 
insurance (UI) for regular state programs. Each initial claim filed 
indicates a new spell of unemployment for an experienced 
worker. In Michigan, to be eligible for benefits, an individual 
must have earned wages of at least 30 times the state minimum 
hourly wage during not less than 20 of the 52 consecutive calen 
dar weeks preceding the benefit year. Each such week is term 
ed a "credit week." An individual may qualify with as few as 
14 credit weeks, however, if base period wages have been in 
excess of 20 times the state average weekly wage.
Michigan Employment Security Commission (MESC)
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal unemploy 
ment insurance programs and provides labor market informa 
tion in keeping with state and federal reporting requirements.
MSA (1983 definition)
In all but New England, one or more counties are defined as 
a Metropolitan Statistical Area if they contain the following: a 
large population nucleus (a central city or "urbanized" area) 
with adjacent communities which have a high degree of economic 
and social integration. Adjacent counties are included if they 
have 60 persons per square mile, and/or substantial 1970 to 1980 
population growth (20 percent) with 10 percent residing within 
the urbanized area and a commuting pattern with 15-20 percent 
of residents working within the central city or urbanized area. 
MSAs are also defined as major labor market areas by the 
Michigan Employment Security Commission (MESC). Those 
labor market areas outside of the MSAs have the peninsula or 
county name.
National Purchasing Management 
Selected Components Indexed
The national association conducts a monthly survey of purchasing 
managers from a scientifically selected sample of firms across 
the nation. Responses indicate only the direction of change; the 
percentage reporting favorable changes minus those with un 
favorable changes plus 100 equals the index as shown in this 
quarterly. For those familiar with diffusion indexes, these in 
dexes represent two times the percentage reporting a change in 
a favorable direction, e.g., more new orders. (The favorable 
count includes one-half of those reporting no change.)
Time Series
A set of numbers covering a known interval or timespan (e.g., 
months or quarters) that provide information about a well-defined 
activity, process or group. For local series that consistently 
change direction in advance of overall economic activity, see 
Table A-3. Those measuring current or past economic activity 
are found in Table A-4.
Unemployed
The number of persons in the labor force who are without a 
job or on layoff but not expecting to be called back. In order 
to be counted, an individual must be seeking work.
Vacancy Rate
The percentage of all housing units in existing homes or newly 
constructed units (visibly ready for occupancy) that are empty 
and therefore unoccupied. Vacancy rates in Michigan MSAs are 
determined by U.S. Postal Service delivery workers as part of 
an annual survey conducted for the Federal Home Loan Bank 
of Indianapolis. See Table A-5.
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Table A-l 
Index of Help-Wanted Advertising (1982 = 100)
Annual averages
Area
Battle Creek MSA .........










































































































SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette and Muskegon Chronicle; United States and Detroit indexes derived from (1967 = 100) series of The Conference Board.
Table A-2
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SOURCES: National index from U.S. Department of Commerce, all others from the W. E. Upjohn Institute.
Technical Note
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area and for the State 
of Michigan. Weights range from .33 to .45.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the State of Michigan. 
Weights range from .08 to .13.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area and for the 
State of Michigan. Weights range from .03 to .11.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .10 to .13.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .10 to .13.
6. The proportion of firms reporting an increase in purchased materials inventories. Weights range from .09 to .12.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range from .10 to .13.
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Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers
Annual averages
Area
Battle Creek MSA .........
Benton Harbor MSA .......








































































































2. Initial Claims for Unemployment Insurance (Average per week)
Annual averages
Area
Battle Creek MSA .........









































































































3. New Dwelling Units - Put Under Contract
Annual averages
Area
Battle Creek MSA .........



































































































Change in inventories .....




























































SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of housing units 
put under contract, F.W. Dodge Division, McGraw Hill Information Systems Company; survey data from the National Association of Purchasing Manage 
ment. Seasonal adjustment by the Institute, 
a. Not available.
b. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to 
economic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
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Kalamazoo MSA ..........






























































































































































SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute.
a. Detail may not add to totals because of rounding.
b. Manufacturing and construction and mining.
c. Transportation and public utilities, wholesale trade, retail trade, finance, insurance and real estate, and services.
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Table A-5 



































































SOURCE: 1990 U.S. Census Summary Tape File 1A.
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SOURCE: Federal Home Loan Bank of Indianapolis.
NOTES: Vacancy rates for United States are not strictly comparable. In 1991 vacancy rates published by U.S. Department of Commerce show rental hous 
ing vacancy rates for the third and fourth quarters of 1990 and the first quarter of 1991 at 7.2, 7.2, 7.5 and 7.3 percent. Homeowner housing vacancy 
rates for the same periods were 1.7, 1.7, 1.7 and 1.8 percent.
Table A-6
Population by Sex and Age 




Kent County ..... 







































































































































SOURCES: 1980 Census General Population Characteristics and 1990 Census. Summary Tape File 1A from the Michigan State Office of Management
and Budget.
NOTE: The 1980 and 1990 population for each of the MSAs is shown on Table A-l 1.
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Table A-7 














































































































SOURCE: Business Information Division, Federal Home Loan Bank of Indianapolis.
NOTE: The contract rate shown is for 75 percent loan-to-value ratio, 25-year maturity loans on new single family homes. Alternative plans that allow





Year Avg. Jan. Feb. March April
(CPI), U.S. City Average (1982-84 = 100)
May














































































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although
the CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs.
All CPI series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes in index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
100 x 108.6 (1986 annual avg.) - 106.9 (1985 annual avg.) = 1.6% change 1985 to 1986, CPI-W. 
106.9 (1985 annual avg.)
100 x 109.3 (1986 December) - 108.6 (1985 December) = 0.6% change December 1985 to December 1986, CPI-W. 
108.6 (1985 December)




Selected Labor Market Indicators
(Not adjusted for seasonal variations)
Average for manufacturing production workers 
June 1991




































































































SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (MESC) (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 6.8 percent in March 1991 and 7.0 percent in June 1991. Seasonally adjusted rate for Michigan was 10.7 percent
in March 1991 and 9.1 percent in June 1991.
Table A-10
Commercial Banking Data 
First Quarter 1991
(In thousands of current dollars)
Metropolitan (MSAs)a
Total deposits ...................
Total transaction accounts'3 .......
Nontransaction savings0 ..........
Time deposits <$ 100, 000 ........

















































































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data includes deposits and assets in all branches of banks with home offices in the five metropolitan statistical areas (MSAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDA) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers acceptances, and unearned income.
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Table A-ll 







Battle Creek MSA .......
Benton Harbor MSA .....
Kalamazoo MSA ........










































































































































































SOURCES: State of Michigan Department of Management and Budget and U.S. Bureau of the Census.




Number of sales 
second quarter
Battle Creek Area ...........
Berrien County Area .........





. . . . . 353
..... 628
2 073
. . . . . 326
..... 1,284








































Michigan 22,230 21,867 1.7 89,571 85,555 4.7
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